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consideration to suspending or dis-
qualifying any lender, contractor, 
broker, borrower, or other debtor from 
doing further business with it or engag-
ing in programs sponsored by it if such 
a debtor fails to pay its debts to the 
Government within a reasonable time. 
The failure of any surety to honor its 
obligations in accordance with 31 
U.S.C. 9305 must be reported to the 
Treasury Department at once. Notifi-
cation that a surety’s certificate of au-
thority to do business with the Federal 
Government has been revoked or for-
feited by the Treasury Department will 
be forwarded by that Department to all 
interested agencies. 

(b) If NASA is holding security or 
collateral which may be liquidated and 
the proceeds applied on debts due it 
through the exercise of a power of sale 
in the security instrument or a non-
judicial foreclosure, it should do so by 
such procedures if the debtor fails to 
pay the debt within a reasonable time 
after demand, unless the cost of dis-
posing of the collateral will be dis-
proportionate to its value or special 
circumstances require judicial fore-
closure. NASA will provide the debtor 
with reasonable notice of the sale, an 
accounting of any surplus proceeds, 
and any other procedures required by 
applicable contract or law. Collection 
from other sources, including liquida-
tion of security or collateral, is not a 
prerequisite to requiring payment by a 
surety or insurance concern unless 
such action is expressly required by 
statute or contract. 

§ 1261.411 Collection in installments. 
(a) Whenever feasible, and except as 

otherwise provided by law, debts owed 
to the United States, together with in-
terest penalties, and administrative 
costs as required by § 1261.412, should be 
collected in full in one lump sum. This 
is true whether the debt is being col-
lected by administrative offset or by 
another method, including voluntary 
payment. However, if the debtor is fi-
nancially unable to pay the indebted-
ness in one lump sum, payment may be 
accepted in regular installments. Debt-
ors who represent that they are unable 
to pay the debt in one lump sum must 
submit financial statements. If NASA 
agrees to accept payment in regular in-

stallments, it will obtain a legally en-
forceable written agreement from the 
debtor which specifies all of the terms 
of the arrangement and which contains 
a provision accelerating the debt in the 
event the debtor defaults. The size and 
frequency of installment payments 
should bear a reasonable relation to 
the size of the debt and the debtor’s 
ability to pay. If possible, the install-
ment payments should be sufficient in 
size and frequency to liquidate the 
Government’s claim in not more than 3 
years. Installment payments of less 
than $50 per month should be accepted 
only if justifiable on the grounds of fi-
nancial hardship or for some other rea-
sonable cause. If the claim is unse-
cured, an executed confess-judgment 
note, comparable to the Department of 
Justice Form USA–70a, should be ob-
tained from a debtor when the total 
amount of the deferred installments 
will exceed $750. Such notes may be 
sought when an unsecured obligation of 
a lesser amount is involved. When at-
tempting to obtain confess-judgment 
notes, the debtor should be provided 
with written explanation of the con-
sequences of signing the note, and doc-
umentation should be maintained suffi-
cient to demonstrate that the debtor 
has signed the note knowingly and vol-
untarily. Security for deferred pay-
ments other than a confess-judgment 
note may be accepted in appropriate 
cases. NASA, at its option, may accept 
installment payments notwithstanding 
the refusal of a debtor to execute a 
confess-judgment note or to give other 
security. 

(b) If the debtor owes more than one 
debt and designates how a voluntary 
installment payment is to be applied as 
among those debts, that designation 
must be followed. If the debtor does not 
designate the application of the pay-
ment, agencies should apply payments 
to the various debts in accordance with 
the best interests of the United States, 
as determined by the facts and cir-
cumstances of the particular case, pay-
ing special attention to applicable 
statutes of limitations. 

VerDate Aug<31>2005 04:48 Jan 27, 2006 Jkt 208047 PO 00000 Frm 00356 Fmt 8010 Sfmt 8010 Y:\SGML\208047.XXX 208047


